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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit’'s unreserved fund balances/unrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expenditures.

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.

The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds deposits/investments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The board or council approves all invoices prior to payment as required by charter or statute.

To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission.

I, the undersigned, certify that this statement is complete and accurate in all respects.

We have enclosed the following: Enclosed | Not Required (enter a brief justification)
Financial Statements
The letter of Comments and Recommendations |:| There were no issues to be reported.
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Certified Public Accountant (Firm Name) Telephone Number
DS Rostagno CPA P.C. 906-265-1040
Street Address City State Zip
101 West Maple Street Iron River Mi 49935

Authgfizing CPA Signature Printed Name License Number
M Q,mk/ Dianne S. Rostagno, CPA A245771
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Dianne Rostagno
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INDEPENDENT AUDITOR’SREPORT



DS Rostagno, CPA, P.C.

101 West Maple Street, Iron River, M1 49935
Tel (906) 265-1040 Fax (906) 265-1042

Board of Trustees
Township of Mastodon
PO Box 155

Alpha, Michigan 49902

INDEPENDENT AUDITOR'S REPORT

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each mgjor fund, and aggregate remaining fund information of the Township of Mastodon, as of and
for thefiscal year ended March 31, 2006, which collectively comprisethe Township's basic financial statements
as listed in the Table of Contents. These financial statements are the responsibility of the Township's
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted intheUnited States of America,
and the standards applicable to financial audits contained in Gover nment Auditing Standards, issued by the
Comptroller General of the United States of America. Those standards requirethat we plan and performtheaudit
to obtain reasonabl e assurance about whether the financial statements arefree of material misstatement. An audit
includes examining, on atest basis, evidence supporting the amounts and disclosuresin thefinancial statements.
An audit also includes assessing the accounting principles used and significant estimates made by the Board of
Trustess, aswdl as evaluating the overall financial statement presentation. We believethat our audit providesa
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of governmental activities, the business-type activities, each major fund, and the aggregate remaining
fund information of the Township of Mastodon at March 31, 2006, and the respective changes in financial
position and cash flows thereof for the fiscal year then ended, in conformity with generally accepted accounting
principlesin the United States of America.

In accordance with Gover nment Auditing Standards , we have also issued our report dated May 24, 2006 on our
consideration of the Township of Mastodon’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grants.

The purpose of that report isto describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing and not to provide an opinion on the internal control over financial
reporting or on compliance. That report isan integral part of an audit performed in accordance with Gover nment
Auditing Sandards and should be read in conjunction with this report in considering the results of our audit.



The management's discussion and analysis on pages 8 through 20 and the budgetary comparison informetion are
not a required part of the basic financial statements but are supplemental information required by the
Gover nmental Accounting Standards Board and by accounting principles generally accepted in the United States
of America. We have applied certain limited procedures, which consisted principally of the inquiries of
management, regarding the methods of measurement and presentation of the required supplemental information.
However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprisethe Township of Mastodon's basic financial statements. The combining and individual fundfinancia
statements are presented for the purposes of additional analysis and are not arequired part of the basic financial
statements. The combining and individual fund financial statements have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all
material respectsin relation to the basic financial statements taken as awhole.

Dianne S. Rostagno
DS ROSTAGNO, CPA, P.C.

May 24, 2006


sally
Dianne Rostagno


MANAGEMENT'SDISCUSSION AND ANALYSIS



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

The management of the Township of Mastodon provides this narrative overview and analysis of the financial
activities of the Township of Mastodon for thefiscal year ended March 31, 2006. Asreaders, you areencouraged
toread this discussion and analysisin conjunction with the Township's financial statement information included
in this report.

Overview of the Financial Statements

Thisdiscussion and analysisisintended to serve as an introduction to the Township's basic financial statements.
Thefinancial section of this report includes management's discussion and analysis, thebasicfinancial statements,
and required supplementary information. Thebasic financial statements are comprised of three components. 1)
government-widefinancial statements, 2) fund financial statements, and 3) notestothefinancia statements. This
report also contains other supplementary information in addition to the basic financial statements themselves.

Government-wide financial statements

The government-wide financial statements are designed to provide readers with a broad overview of the
Township's finances, in amanner similar to a private-sector business.

The Statement of Net Assets presents information on all of the Township's assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreasesin net assets may serveasa
useful indicator of whether the financial position of the Township isimproving or deteriorating.

The Statement of Activities presents information showing how the government's net assets changed during the
most recent fiscal year. All changesin net assets are reported as soon as the underlying event giving riseto the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses arereported in this
statement for some items that will only result in cash flows in future fiscal periods.

Both of the government-wide financial statements distinguish functions of the Township that are mainly
supported by taxes and intergovernmental revenues (governmental activities) from other functions that are
intended to recover al or a significant portion of their cost through user fees and charges (business-type
activities). The governmental activities of the Township include legislative, general government, Township
property, public saf ety, public works, and parks and recreation. Thebusiness-typeactivity of the Townshipisthe
Water Utility service.



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Fund Financial Statements

The Township, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. A fund is a grouping of related accounts used to maintain
control over resources that have been segregated for specific activities or objectives. In the basic financial
statements, the emphasis of the fund financial statementsison major funds. All of thefundsof the Township can
be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds

Governmental Funds are used to account for essentially the samefunctions reported as governmenta activitiesin
the government-wide financial statements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources, aswell
as on balances of spendable resources available at the end of thefiscal year. Thisinformation may be useful in
evaluating the Township's near-term financing requirements.

Becausethefocus of governmental fundsis narrower than that of the government-wide financial statements, itis
useful to compare the information presented for governmental funds with similar information presented for
governmental activities in the government-wide financial statements. In order to provide the reader with
information to better understand the long-term impact of the government's near-term financing decisions, a
reconciliation between the government-wide financial statements is included as part of the basic financial
Statements.

The Township maintains three governmental funds. Information is presented separately inthegovernmental fund
balance sheet and governmental fund statement of revenues, expenditures, and changes in fund balance for the
general and road funds, both of which are considered major funds. The Liquor Law Enforcement Fund isanon-
major governmental fund. Individual fund datafor each fund is presented separately inthe " Other Supplementary
Information" section of this report.

TheTownship adopts an annual budget for its general and other governmental funds. To demonstrate compliance
with this budget, a budgetary comparison statement has been provided for the general and other major
governmental funds, and is included in the "Required Supplementary Information” section of this document.



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Proprietary Funds

Proprietary Funds provide services for which the Township charges customersafee. The Township hasonly one
type of proprietary fund - an enterprise fund. The enterprise fund of the Township is used to report the same
functions as the business-type activitiesin the government-widefinancial statements. TheWater Utility Fundis
presented separately in both the government-wide financial statements and the fund financial statementsand is
considered amajor fund. Enterprisefunds are used to account for operations very similar to business enterprises,
wheretheintent of the governing body is that the cost of providing goods or services to the general publicona
continuing basis be financed or recovered primarily through user charges.

Fiduciary Funds

Fiduciary funds are used to account for resources held for the benefit of parties outside the government. The
fiduciary fund for the Township isthe Tax Collection Fund. Fiduciary funds are not included inthegovernment-
widefinancial statements because the resources of those funds are not available to support the Township's own
programs. This fund is presented separately in the fund financial statements section of the basic financial
Statements.

Notes to the Financial Statements

Notestothefinancial statementsareincluded in the basic financial statements, and provide additional information
that is essential for a full understanding of the data provided in the government-wide and the fund financial
statements.

Supplementary I nformation

Required supplementary information follows the basic financial statements, and includes budgetary comparison
schedules for the General Fund and the Township's major special revenue funds as presented inthegovernmental
fund financial statements.

A separate financial statement for the Township's non-major governmental funds is also included in the Other
Supplementary Information section of this document.

10



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Government-wide Financial Analysis

Intime, net assets of agovernmental entity may serve as auseful indicator of the government'sfinancial position.
In the case of the Township, assets exceeded liabilities by $ 850,326 at March 31.

By far, thelargest portion of the Township's net assets (approximately 70%) is held in theform of cash and cash
equivalents. In addition, asubstantial percentage (approximately 26%o) of thetotal net assets areintheform of
capital assets. These capital assets are used to provide services to citizens and are not available for future
spending. It should also be noted that these assets are free of related debt. At March 31, 2006, the Township
reported $ 222,304 in net capital assets.

External restrictions of the Township's net assets represent resources subject to existing external obligations or
programmatic control on futureuse. Theremaining balance of unrestricted net assets of $458,159 may be used
to meet the Township's ongoing obligations to citizens and creditors.

Total net assetsin excess of liabilities at March 31 for the governmental activities and business-type activities
were $ 845,166 and $5,160, respectively.

Summary of Net Assets

The following summarizes the comparative net assets at fiscal years ended March 31, 2006 and
March 31, 2005:

March 31,2006
Primary Government
Governmental Business-type

Activities Activities Total
Assets
Current and other assets $624811 $5485 $630296
Capital assets, net 222304 0 222304
Total Assets $847115 $5485 $852600

11



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Government-wide Financial Analysis

March 31, 2006
Primary Government
Governmental Business-type

Activities Activities Total
Liabilities
Long-term liabilities $0 $0 $0
Other liabilities 1949 325 2274
Total Liabilities $1949 $325 $2274
Net Assets
Invested in capital assets, net of
related debt 222304 0 222304
Reserved 164703 5160 169863
Unreserved 458159 0 458159
Total Net Assets $845166 $5160 $850326

March 31, 2005
Primary Government
Governmental Business-type

Activities Activities Total
Assets
Current and other assets 499735 4872 504607
Capital assets, net 252536 0 252536
Total Assets 752271 4872 757143

12



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Government-wide Financial Analysis (Continued)

March 31, 2005
Primary Government
Governmental Business-type

Activities Activities Total
Liabilities
Long-term liabilities $0 $0 $0
Other liabilities 2118 315 2433
Total Liabilities 2118 315 2433
Net Assets
Invested in capital assets, net of
related debt 252536 0 252536
Reserved 100564 4557 105121
Unreserved 397053 0 397053
Total Net Assets $750153 $4557 $754710

For governmental activities, net assetsincreased by $95,013 during thefiscal year. For business-type activities,

net assets increased by $603 during the fiscal year.

Results of Operations

Thefollowing represents the comparative changes in net assets for both governmental and business-typeactivities

for thefiscal years ended March 31, 2006 and March 31, 2005:

13



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Government-wide Financial Analysis (Continued)

March 31, 2006
Primary Government
Governmental Business-type
Activities Activities
Revenues
Program Revenues
Charges for services $11993 $3316
Operating grants 8597
General Revenues
Property taxes 193395
Other taxes 43543
Unrestricted grants 31912
Other 19155 41
Total Revenues $308595 $3357
Expenses
General government 63222
Legislative 17507
Township property 32006
Public safety 30079
Public works 31498
Parks and recreation 9038
Depreciation 30232
Total governmental expenses 213582
Business- type activities
Water services 2754
Total business-type expenses 2754
Total expenses $213582 $2754
Increase (Decrease) in Net Assets 95013 603
Net Assets— Beginning of Year 750153 4557
Net Assets— End of Year $845166 $5160

14

Total
$15309
8597
193395
43543
31912
19196
$311952
63222
17507
32006
30079
31498
9038
30232

213582

2754
2754
$216336
95616
754710

$850326




Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Government-wide Financial Analysis (Continued)

March 31, 2005

Primary Government

Governmental
Activities
Revenues
Program Revenues
Charges for services 9154
Operating grants 5254
General Revenues
Property taxes 183585
Other taxes 42149
Unrestricted grants 31630
Other 13206
Total Revenues $284978
Expenses
General government 63637
Legislative 17734
Township property 29423
Public safety 28386
Public works 158423
Parks and recreation 10281
Depreciation 30290
Total governmental expenses 338174
Business- type activities
Water services
Total business-type expenses
Total expenses $338174
Increase (Decrease) in Net Assets (53196)
Net Assets— Beginning of Year 783078
Cumulative effect of changein
accounting principle 20271
Net Assets— End of Year $750153
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Business-type
Activities Total
3007 12161
5254
183585
42149
31630
0 13206
$3007 $287985
63637
17734
29423
28386
158423
10281
30290
338174
3103 3103
3103 3103
$3103 $341277
(96) (53292)
4653 787731
0 20271
$4557 $754710



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Governmental Activities

Property taxes and other tax revenues comprise $236,938 or approximately 76 percent of total governmental
revenues. And, at fiscal year-end, the Township reported $31,912 in grants and contributions not restricted for
specific programs. This amount was due entirely to the State of Michigan's state sales tax distribution.

The Township expended $213,582 on governmental programs and services. Some of the largest expense
categories were for general government, where $63,222, or 29 percent of total governmental expenditureswere
made; $32,006 was expended for the maintenance of Township property, and $30,079, or 14 percent of total
governmental expenditures were made for public safety.

Business-type Activities

Business-type activities increased the Township's net assets by $603. Charges for services for the Water
activitiesfor theyear ended were $3,316. Total expensesfor the Water activities for theyear ended were$2,754.

Financial Analysis of the Governmental Funds

As previously noted, the Township uses fund accounting to ensure and demonstrate compliance with finance-
related requirements.

Governmental Funds

Thefocus of the Township's governmental fundsis to provide information on near-term inflows, outflows, and
balances of spendableresources. Thisinformation isuseful in assessing the Township's financing requirements.
In particular, the unreserved fund balance may serve as a useful measure of agovernment's net resources available
for spending at the end of thefiscal year.

The Township's governmental funds reported combined ending fund balances of $622,862, of which $165,184
is reserved and the remaining $457,678 is available for spending at the government's discretion.

Onthebudgetary basis of accounting, the Township ended thefiscal year with revenues greater than the origina
and thefinal projections. Total expendituresinthe General Fund and the Road Fund were considerably lessthan
both the original and the final projections At fiscal year-end, both the General Fund and the Road Fund fund
balances were higher than budgeted.

16



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Governmental Funds (Continued)

Revenue — Budget vs Actual for Fiscal Year Ended March 31, 2006:

Revenue | Revenue | Revenue | Revenue | Revenue
Original Final Final Variance | Variance
Budget Budget Actual Actual vs | Actual vs
Original Final
Budget Budget
General Fund 202,496 202,496 227,715 25,219 25,219
Road Fund 73,399 73,399 80,550 7,151 7,151

Expenditures— Budget vs Actual for Fiscal Year Ended March 31, 2006:

Expenditures | Expenditures | Expenditures | Expenditures | Expenditures
Original Final Budget Final Actual Variance Variance
Budget Actual vs Actual vs
Original Final Budget
Budget
General 257,421 257,421 167,090 90,331 90.331
Fund
Road 96,367 96,367 15,937 80,430 80,430
Fund

General fund financial and budgetary highlights of thefiscal year include:

* Property taxes, administration fees, and other taxes were slightly higher than the original and
final budgetary projections.

* State sales tax distributions were up from the budgeted amounts, cominginat $31,912, which
exceeds by $5,937 the budgeted estimates of $25,975.

* Expendituresintotal for the general fund were $167,090, less than the final amended budget by
$90,331. Thiswaslargely dueto thefact that expendituresfor legislative activities, Township
Hall expenditures, general government, and fire protection were considerably less than the
amounts appropriated for these purposes.

17




Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Governmental Funds (Continued)
Special revenue funds financial and budgetary highlights of the fiscal year include:
* Road repair costs incurred during the year were considerably less than the amount budgeted,
with actual expenditures of $15,937, compared to the budgeted $96,367.
Proprietary Funds

TheTownship's proprietary fund provides the sametype of information found in the government-widefinancial
statements, but in more detail.

Net assets of the Water Fund at year-end were $5,160.

The change in net assets was a gain of $603.

Capital Assets and Debt Administration

Capital Assets

TheTownship'sinvestment in capital assets, net of accumulated depreciation, for its governmental and business-
type activities as of March 31 was $222,304. The investment in capital assets includes land, buildings,
improvements, infrastructure, machinery and equipment, and licensed vehicles.

Infrastructure assets represent $ 9,085 or just approximately 1.3 percent of the estimated original cost of total
assets.  All infrastructure is accounted for in the General Fund, and consists of sewer mains and lines.

A major capital event during the current fiscal year included:

* The sale of the Porter School for $1.

18



Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Capital Assets and Debt Administration (Continued)

Long-term debt

The Township has no long-term debt at March 31, 2006.

State statutes limit the amount of general obligation debt agovernmental entity may issueto 10 percent of itstotal
assessed valuation. Since the Township has no outstanding general obligation debt, thisis not aconcerntothe
Township.

Other Economic Factorsand Next Year's Budget

Economic Factors

Despiterising costs and limited resources, the Township will continueto striveto providegood socia and cultura
conditions that support healthy families, and maintain a safe and clean community in which to live.

The Township'sfiscal year 2006-2007 general fund budget is $310,415 representing amodest increasefromthe
previous fiscal year. Thisisdue primarily to the amount of revenues anticipated from the sale of the Township
Hall and Fire Hall.

Significant plans and major priorities for the Township for the 2006-2007 fiscal year include:

*  Saleof thetownship hall and fire hall buildings,
*  Sdeof First Street garage

* Purchase of a parcd of land on which to construct a new township hall and fire hall, and
possibly a new municipal garage. The estimated cost of the project is $350,000.
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Mastodon Township

Upper Michigan's Iron County

402 Center Street . P.O.Box 155 . Alpha, M1 49902 . Township Hall (906) 875-6232

Requests for I nformation

Thisfinancial report is designed to provide a general overview of the Township's finances for all those with an
interest in the Township's finances. Questions concerning any of the information provided in this report or
reguests for additional information should be addressed to:

Township Supervisor

Mastodon Township
Alpha, Michigan 49902

20
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| TOWNSHIP OF MASTODON |

STATEMENT OF NET ASSETS

MARCH 31, 2006

Primary Government

Governmental Business-type Total
ASSETS Activities Activities Reporting Entity
Current Assets
Cash and Cash Equivalents (Note C ) $ 431,573 $ 4,155 $ 435,728
Receivables
Taxes and Assessments 9,408 - 9,408
Accounts Receivable - 1,330 1,330
Due from External Parties 23,724 23,724
Total Current Assets 464,705 5,485 470,190
Noncurrent Assets
Cash, Restricted 160,106 - 160,106
Capital Assets, Net (Note H ) 222,304 - 222,304
Total Noncurrent Assets 382,410 - 382,410
TOTAL ASSETS $ 847,115 $ 5,485 $ 852,600
LIABILITIES
Current Liabilities
Accounts Payable - - -
Accrued Taxes 1,549 - 1,549
Deferred Revenue 400 325 725
Total Current Liabilities 1,949 325 2,274
TOTAL LIABILITIES 1,949 325 2,274
NET ASSETS
Invested in Capital Assets, Net of Related Debt 222,304 - 222,304
Reserved for Road Repair 164,703 164,703
Reserved for Water Repairs/Improvements 5,160 5,160
Unreserved and Undesignated 458,159 458,159
TOTAL NET ASSETS $ 845,166 $ 5,160 $ 850,326

The notes to thefinancial statements areintegral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF ACTIVITIES

YEAR ENDED MARCH 31, 2006

Program Revenues

Operating
Charges Grants & Capital
Expenses for Services Contributions  Grants
Functions/Programs
Primary Government -
General government $ 63,222 $ 4,525 $ - $
Legislative 17,507
Township property 32,006 2,067
Public safety 30,079 5,401
Public works 31,498 8,597
Parks and recreation 9,038
Depreciation (Unallocated) 30,232
Total Governmental Activities 213,582 11,993 8,597

Business-type Activities
Water 2,754 3,316

Total Business-type Activities 2,754 3,316 -

General Revenues:

Taxes:
Property taxes levied for general operations
Property taxes levied road repair
Other taxes and fees

State Sales Tax Distribution

Sale of Property

Interest and Investment Earnings

Other

Total General Revenues
Change in Net Assets
Net Assets - Beginning of year

Net Assets - End of year
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| TOWNSHIP OF MASTODON

STATEMENT OF ACTIVITIES

YEAR ENDED MARCH 31, 2006

Net (Expense) Revenue and Changes
in Net Assets

Governmental Business-type
Activities Activities Total

$ (58,697) $ - $ -
(17,507)
(29,939)
(24,678)
(22,901)
(9,038)
(30,232)

(192,992) - (192,992)

562 562

562 (192,430)

124,010 124,010

69,385 69,385

43,543 43,543

31,912 31,912

1,301 1,301

7,222 41 7,263

10,632 10,632

288,005 41 288,046

95,013 603 95,616

750,153 4,557 754,710

$ 845,166 $ 5,160 $ 850,326

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

BALANCE SHEET - GOVERNMENTAL FUNDS

ASSETS

Cash and Investments (Note C )
Unrestricted
Restricted

Receivables:
Taxes and Assessments
Accounts Receivable
Due from Other Funds

TOTAL ASSETS

LIABILITIES AND FUND BALANCES
Liabilities

Accrued Taxes

Accounts Payable

Deferred Revenue

Due to Other Funds

Total Liabilities

Fund Balances
Reserved for Road Repair
Reserved for Liquor Law Enforcement
Unreserved and Undesignated

Total Fund Balances

TOTAL LIABILITIES AND FUND BALANCE

MARCH 31, 2006

Nonmajor Total
General Governmental Governmental
Fund Road Fund Fund Funds
$ 431,908 $ - $ (335) $ 431,573
- 160,106 - 160,106
6,197 3,211 - 9,408
22,338 1,415 793 24,546
$ 460,443 $ 164,732 $ 458 $ 625,633
1,543 - 6 1,549
400 - - 400
822 - - 822
2,765 - 6 2,771
- 164,732 - 164,732
- - 452 452
457,678 - - 457,678
457,678 164,732 452 622,862
$ 460,443 $ 164,732 $ 458 $ 625,633

The notes to thefinancial statements are an integral part of this report.



| TOWNSHIP OF MASTODON |

GOVERNMENTAL FUNDS

RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL FUNDSTO NET ASSETS

MARCH 31, 2006

Fund Balances - Total Governmental Funds $ 622,862

Amounts reported for governmental activities in the statement
of net assets are different because:

Capital assets used in governmental activities

are not financial resources and are not

reported in the funds.
The cost of capital assets is: 685,218
Accumulated depreciation is: (462,914)

Long term liabilities are not due and payable

in the current period and are not reported

in the funds:
Bonds Payable -
Compensated Absences -

Other long term assets not available to pay
current period expenditures therefore

deferred in the funds -

Accrued interest is not included as a liability
in governmental funds -

Total Net Assets - Governmental Activities $ 845,166

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF REVENUE, EXPENDITURES, AND CHANGESIN FUND BALANCES —
GOVERNMENTAL FUNDS

YEAR ENDED MARCH 31, 2006

REVENUE
General Property taxes

Other local taxes & assessments
Fees/Penalties/ interest on taxes

Licenses, permits, and fees
Sale of property

Use of money and property
Charges for services
Miscellaneous
Intergovernmental

TOTAL REVENUE

EXPENDITURES

Current Operating:
General Government
Legislative
Township property
Public safety
Public works
Parks and recreation
Community development
Capital Outlay

TOTAL EXPENDITURES

Excess (Deficiency) of Revenues

Over Expenditures

Other Financing Sources (Uses)
Operating transfers in
Operating transfers out

Total Other Financing Sources(Uses) -

Net Change in Fund Balances

FUND BALANCE - BEGINNING OF YEAR

FUND BALANCE - END OF YEAR

Other Nonmajor Total
General Road Governmental Governmental

Fund Fund Funds Funds
$ 124,010 69,385 $ - $ 193,395
27,620 370 - 27,990
20,624 - - 20,624
4,525 - - 4,525
1,301 - - 1,301
7,091 2,198 - 9,289
10,632 - - 10,632
31,912 8,597 330 40,839
$ 227,715 80,550 $ 330 $ 308,595
63,222 - - 63,222
17,507 - - 17,507
32,006 - - 32,006
29,756 - 323 30,079
15,561 15,937 - 31,498
9,038 - - 9,038
$ 167,090 15,937 $ 323 $ 183,350
60,625 64,613 7 125,245
60,625 64,613 7 125,245
397,053 100,119 445 497,617
$ 457,678 164,732 $ 452 $ 622,862

The notes to thefinancial statements are an integral part of this report.

27



| TOWNSHIP OF MASTODON |

GOVERNMENTAL FUNDS

RECONCILIATION OF THE STATEMENT OF REVENUE, EXPENDITURES, AND CHANGESIN FUND
BALANCES OF GOVERNMETNAL FUNDSTO THE STATEMENT OF ACTIVITIES

YEAR ENDED MARCH 31, 2006

Net Change in Fund Balances - Total Governmental Funds $ 125,245

Amounts reported for governmental activities in the statement
of activities are different because:

Governmental funds report capital outlays as expenditures; in

the statement of activities, these costs are allocated over their

estimated useful lives as depreciation.
Depreciation Expense (30,232)
Capital Outlay -

Total (30,232)

Change in Net Assets of Governmental Activities $ 95,013

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF FUND NET ASSETS-ENTERPRISE FUND

MARCH 31, 2006

Water
Fund
ASSETS
Current Assets:
Cash, Unrestricted $ 4,155
Receivables, Net
Accounts 1,330
Total Current Assets 5,485
TOTAL ASSETS $ 5,485
LIABILITIES
Current Liabilities:
Deferred Revenues 325
Total Current Liabilities 325
TOTAL LIABILITIES 325
NET ASSETS
Restricted 5,160
TOTAL NET ASSETS $ 5,160

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN FUND NET ASSETS -
ENTERPRISE FUND

YEAR ENDED MARCH 31, 2006

Water
Fund

OPERATING REVENUES
Charges for Services $ 3,316
Miscellaneous -

TOTAL OPERATING REVENUES 3,316

OPERATING EXPENSES

Personal Services and Benefits 60
Contractual Services 1,792
Repairs and Maintenance -
Other Supplies and Expenses 902

Administrative Expenses -
Depreciation -
Miscellaneous -

TOTAL OPERATING EXPENSES 2,754

OPERATING INCOME (LOSS) 562

Non-Operating Revenues (Expenses:)

Interest Revenue 41
Total Non-Operating Revenues (Expenses) 41
Change in Net Assets 603
NET ASSETS, BEGINNING OF YEAR 4,557
NET ASSETS, END OF YEAR $ 5,160

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF CASH FLOWS - ENTERPRISE FUND
FISCAL YEAR ENDED MARCH 31, 2006

Water Fund
CASH FLOWS FROM (USED BY)

OPERATING ACTIVITIES

Net cash received from fees and services $ 2,114
Other operating revenues

Cash payments to employees for services (60)
Cash payments to goods and services (2,694)
Other operating expenses -

NET CASH FROM OPERATING ACTIVITIES (640)

NON CAPITAL AND FINANCING ACTIVITIES

Increase (decrease) in due to other funds -
(Increase) decrease in due from other funds -
Net operating transfers in (out) -

NET CASH FROM NON CAPITAL AND FINANCING -
ACTIVITIES

CAPITAL AND RELATED FINANCING ACTIVITIES

Acquisition and construction of capital assets

Principal payment on long-term bonds

Interest paid on long-term bonds

Interest and tax expense

Proceeds from borrowings

Contributed capital grants -

NET CASH USED BY CAPITAL AND RELATED -
FINANCING ACTIVITIES

INVESTING ACTIVITIES
Interest Income 41

NET CASH FROM INVESTING ACTIVITIES 41

NET INCREASE (DECREASE) IN CASH AND (599)
CASH EQUIVALENTS

Cash and Cash Equivalents, Beginning of Year 4,754

Cash and Cash Equivalents, End of Year $ 4,155

The notes to thefinancial statements are an integral part of this report.
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| TOWNSHIP OF MASTODON |

STATEMENT OF CASH FLOWS - ENTERPRISE FUND
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2006

CASH FLOWS FROM OPERATING
ACTIVITIES

Operating Income $ 562
Adjustment to reconcile operating

income to net cash provided by

operating activities:

. Depreciation -
. Provision for uncollectible accounts
. Changes in assets and liabilities :

(Increase) Decrease in accounts receivable (1,212)
Increase (Decrease) in accounts payable
Increase (Decrease) in deferred revenue 10

Increase (Decrease) in customer deposits -

NET CASH FROM OPERATING ACTIVITIES $ (640)

The notes to thefinancial statements are an integral part of this report.
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| TOWNSHIP OF MASTODON

FIDUCIARY FUND

STATEMENT OF FIDUCIARY NET ASSETS

MARCH 31, 2006

Agency
Fund

ASSETS

Cash and Cash Equivalents $ 42,375
TOTAL ASSETS $ 42,375
LIABILITIES

Due to Other Funds 23,724
Due to Other Governmental Units 18,651
TOTAL LIABILITIES $ 42,375
NET ASSETS 0

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting methods and procedures adopted by the
Township of Mastodon, Alpha, Michigan, conform to
generally accepted accounting principles as applicable to
governmental entities. The following is a summary of the
more significant policies:

THE FINANCIAL REPORTING ENTITY

The Township of Mastodon covers an area of
approximately 83789 acres. The Township operates under
an dected Council (5 members) and provides services to
approximately 435 residents in many areas including law
enforcement protection, general administration, and water
services. In accordance with the provisions of GASB 14,
certain other governmental organizations are not considered
to be part of the Township entity for financial reporting
purposes. The criteria established by GASB 14 for
determining the various governmental organizations to be
included in the reporting entity's financial statementsinclude
separation of eecting governing body and legal status, and
fiscal independence.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

THE FINANCIAL REPORTING ENTITY (Continued)
On this basis, the financial statements of certain other
governmental organizations are not included inthefinancial
statements of the Township.

BLENDED COMPONENT UNITS

A blended component unit is a legally separate entity from
thelocal unit, but it is so intertwined with the unit that it is,
in substance, the same as the local governmental unit.

A basic strategy of GASB 14 is to present financia
information for component units separately from the
financial information for the primary government. Thisis
achieved through the discrete presentation method.
However, in the case of blended component units, GASB
bdieves that it would be more appropriate to use the
blending method to incorporatethefinancia information of a
component unit into the reporting entity's financial
Statements.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BLENDED COMPONENT UNITS (Continued)

When the blending method is used, transactions and balances
of acomponent unit are merged with similar transactionsand
balances of the primary government so that thereis no way
to identify which balances relate to the component unit and
which rdate to the primary government.

Thereare no blended component units reported intheaudited
financial statements for the Township of Mastodon.

JOINT VENTURES

A joint venture is a legal entity or other organization that
results from a contractual agreement and that is owned,
operated, or governed by two or more participants as a
separate and specific activity subject to joint control, in
which the participants retain an ongoing financial interest or
an ongoing financial responsibility.
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| TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

JOINT VENTURES (Continued)

An ongoing financial responsibility is determined as a
participating government's obligation in some manner for
debts or the joint venture's existence depends on continued
funding by the participating government.

Thereare no joint ventures to be reported.

JOINTLY GOVERNED ORGANIZATIONS

A jointly governed organization is a multi-governmental
arrangement that is governed by representativesfrom each of
the governmentsthat createthe organization, but that isnot a
joint venture because the participants do not retain an
ongoing financial interest or responsibility.

There are no jointly governed organizations to be reported.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

RELATED ORGANIZATIONS

A related organization is an organization for which aprimary
government is not financially accountable (because it does
not impose will or have a financial benefit or burden
relations) even though the primary government appoints a
voting majority of the organization's governing board.

There are no related organizations to be reported.

BASISOF PRESENTATION

The Township follows GASB Statement No. 34, Basic
Financial Satements—and Management’ s Discussion and
Analysis - for Sate and Local Governments. GASB
Statement No. 34 adds the following components to the
financial statements:
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

Management's Discussion and Analysis

A narrative introduction and analytical overview of the
government'sfinancial activities. Thisanalysisissimilar to
analysis the private sector provides in their annual reports.

Government-wide financial statements

These include financial statements prepared using full
accrual accounting for all of the government's activities.
This approach includes not just current assets and liabilities
(such as cash and accounts payable) but also capital assets
and long-term liabilities (such as buildings and
infrastructure, including bridges and roads, and general
obligation debt). Annual accounting also reports all of the
revenues and costs of providing services each year, not just
those received or paid in the current year or soon thereafter.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

Government-wide financial statements (Continued)
The government-wide statements include the Statement of
Net Assets and the Statement of Program Activities.

Statement of Net Assets

The Statement of Net Assets displays thefinancial position
of the primary government (government and business-type
activities).

Governments report all capital assets, including
infrastructure, in the government-wide Statement of Net
Assets and report depreciation expenses - the cost of "using
up" capital assets - in the Statement of Activities.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

Statement of Net Assets (Continued)

The net assets of a government are broken down into three
categories - 1) invested in capital assets, net of related debt;
2) reserved; and 3) unreserved.

Statement of Program Activities

The statement of program activities reports expenses and
revenues in a format that focuses on the cost of the
government'sfunctions. Theexpense of individua functions
is compared to the revenues generated directly by the
function (for instance, through user charges or
intergovernmental grants).

Budgetary comparison schedule

Demonstrating compliance with the adopted budget is an
important component of agovernment's accountability tothe
public.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

BASISOF PRESENTATION (Continued)

Budgetary comparison schedules (Continued)

Many citizens participate in the process of establishing the
annual operating budgets of state and local governments, and
haveakeen interest in following the actual financial progress
of their governments over the course of the year. The
Township and many other governments revise their original
budgets over the course of the year for avariety of reasons.

As required by accounting principles generally accepted in
the United States of America, these financial statements
present the primary government entities for which the
government is considered to be financially accountable.

GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

Thebasicfinancial statementsincludeboth government-wide
(based on the Township as a whole) and fund financial
Statements.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

BASISOF PRESENTATION (Continued)

GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS (Continued)

The reporting mode focus is on both the Township as a
wholeand thefund financial statements, including the major
individual funds of governmenta and business-type
categories, as well as the fiduciary funds, (by category).

Baoth the government-wide and fund financial statements
(within the basic financial statements) categorize primary
activities as either governmental or business type. In the
government-wide Statement of Net Assets, both the
governmental and business-type activities columns (a) are
presented on a consolidated basis by column, and (b) are
reflected, on afull accrual, economic resource basis, which
incorporates long-term assets and receivables as well as
long-term debt and obligations.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

BASISOF PRESENTATION (Continued)

GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS (Continued)

Both governmental-wide and fund financial statement
presentations provide valuable information that can be
analyzed and compared (between years and between
governments) to enhance the usefulness of the financial
information.

The Township generally uses restricted assets first for
expenses incurred for which both restricted and unrestricted
assets are available. The Township may defer the use of
restricted assets based on areview of the specifictransaction.

The government-wide Statement of Activities reflects both
the gross and net cost per functional category (public safety,
public works, parks and recreation, etc.) that are otherwise
being supported by general government revenues (property,
sales and use taxes, certain intergovernmental revenues,
fines, permits and charges, €tc.).
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

BASISOF PRESENTATION (Continued)

GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS (Continued)

The Statement of Activities reduces gross expenses
(including depreciation) by related program revenues,
operating and capital grants, and contributions.

The program revenues must be directly associated with the
function (public safety, public works, culture and recreation,
€tc.) or a business-type activity. Program revenues include
1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided
by a given function and 2) grants and contributions that are
restricted to meeting the operation or capital requirement of a
particular function or segment. Taxes and other items not
properly included among program revenues are reported as
general revenues. The Township does not allocate indirect
EXPENSES.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

BASISOF PRESENTATION (Continued)

GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS (Continued)

The operating grants and contributions column includes
operating-specific and discretionary (either operating or
capital) grants while the capital grants and contributions
column reflects capital-specific grants.

In the fund financial statements, financial transactions and
accounts of the Township are organized in thebasis of funds.
The operation of each fund is considered to be an
independent fiscal and separate accounting entity, withasdf-
balancing sets of accounts recording cash and/or other
financial resources together with all related liabilities and
residual equities or balances, and changes therein, which are
segregated for the purpose of carrying on specific activities
or attaining certain objectives in accordance with special
regulations, restrictions, or limitations. Thefund statements
are presented on a current financial resource and modified
accrual basis of accounting.

47



TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

BASISOF PRESENTATION (Continued)

GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS (Continued)

This is the manner in which these funds are normally
budgeted. Since the governmental fund statements are
presented on a different measurement focus and basis of
accounting than the government-wide statements
governmental activities column, areconciliationis presented
which briefly explains the adjustments necessary to reconcile
the fund financial statements to the governmental activities
column of the government-wide financial statements.

The Township's fiduciary funds are presented in the fund
financial statements by type (pension, private purpose and
agency). Since by definition these assets are being held for
the benefit of athird party (other local governments, private
parties, pension participants, etc.) and cannot be used to
address activities or obligations of the government, these
funds are not incorporated into the government-wide
financial statements.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED
BASISOF PRESENTATION (Continued)

GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS (Continued)

Thefollowingisabrief description of the specific funds used
by the Township.

GOVERNMENTAL FUNDS
These funds are those through which most governmental
functions typically are financed.

The acquisition, use, and balances of the Township's
expendable financial resources and the related current
liahilities, except those accounted for in the Proprietary
Fund, are accounted for through the Governmental Funds.
These funds are as follows:

General Fund

Thisfundisused for all financial transactions not accounted
for in another fund, including the general operating
expenditures of thelocal unit.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

GOVERNMENTAL FUNDS (Continued)

General Fund (Continued)

Revenues arederived primarily from property taxes and state
and federal distributions, grants and other intergovernmental
revenues.

The General Fund is always considered a major fund for
reporting purposes.

Special Revenue Funds

These funds are used to account for specific governmental
revenues requiring separate accounting because of legal or
regulatory provisions or administrative action. The
Township's Liquor Law Enforcement and Road Repair
funds are Special Revenue Funds.

The Road Repair fund is considered a major fund for

reporting purposes. The Liquor Law Enforcement fund is
considered a non-major fund for reporting purposes.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

GOVERNMENTAL FUNDS

Debt Service Fund

This fund is used to account for the accumulation of
resources for, and the payment of, general long-term debt
principal and interest.

Thereis currently no debt service fund for the Township.

Capital Projects Fund

These funds are used to account for the purchase and/or
construction of capital facilities by a governmental unit
which is not accounted for by Proprietary Funds, Specia
Assessment Funds, or Trust Funds. The various resources of
the governmental unit to be used in the projects, suchas
General Fund contributions, grants from other units of
government and bond proceeds, flow into the Capital Project
Fund. Expenditures incurred in the development of the
facility are also recorded within the Capital Project Fund.

Thereiscurrently no capital projectsfund for the Township.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

PROPRIETARY FUNDS

Enterprise Funds

These funds are used to account for operations (a) that are
financed and operated in amanner similar to private business
enterprises----where theintent of the governing body is
that the costs (expenses including depreciation)

of providing goods and services to the general public
on acontinuing basis be financed or recovered primarily
through user charges; or (b) where the governing body
has decided that periodic determination of revenues earned,
expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management contral,
accountability, or other purpose. The Township's Water
Fund is an Enterprise Fund.

For reporting purposes, the Water Fund is considered tobea
major fund.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

FIDUCIARY FUNDS

Trust and Agency Funds are used to account for assets held
by the Township in atrustee capacity for individuals, private
organizations, other governmental units, and/or other funds.
TheTownship's Current Tax Collection Fund isaFiduciary
Fund.

MEASUREMENT FOCUS

Theaccounting and financial reporting treatment appliedtoa
fund is determined by its measurement focus. All
governmental funds are accounted for using the current
financial resources measurement focus.  With this
measurement focus, only current liabilities generally are
included on the balance sheet in thefunds statements. Long-
term assets and long-term liabilities are included in the
government-wide statements.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

MEASUREMENT FOCUS

Operating statements of the governmental funds present
increases (i.e., revenues and other financing sources) and
decreases (i.e., expenditures and other financing uses) in net
current assets.

The government-wide statement of net assets and statement
of activities, all proprietary funds, and private purposetrust
funds and pension trust funds are accounted for on aflow of
€conomic resources measurement focus.

With this measurement focus, al assets and al liabilities
associated with the operation of these activities are either
included on the statement of net assets or on the statement
of fiduciary net assets.
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

MEASUREMENT FOCUS (Continued)

Proprietary fund-type operating statements present increases
(e.g., revenues) and decreases (e.g., expenses) in net total
assets.

The statement of net assets, statement of activities, financial
statements of the Proprietary Fund and the Fiduciary Fund
are presented on the accrual basis of accounting. Under this
method of accounting, revenues are recognized when earned
and expenses are recorded when liabilities are incurred
without regard to receipt or disbursement of cash.

The fund financial statements of the General, Special
Revenue, Debt Service, and Capital Projects funds (when
applicable) are maintained and reported on the modified
accrual basis of accounting using the current financial
resources measurement focus.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

MEASUREMENT FOCUS (Continued)

Under this method of accounting, revenues arerecognized in
the period in which they become measurable and
available. Withrespect to real and personal property tax
revenue and other local taxes, theterm "available' is
limited to collection within sixty days of the fiscal year-
end. Levies made prior to thefiscal year-end but which are
not available are deferred. Interest income is recorded as
earned. Federal and State reimbursement-type grants
revenue is considered to be measurableand available as
revenue when related digible expenditures are incurred.

Expenditures, other than accrued interest on long-term debt,
are recorded when the fund liability is incurred.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

MEASUREMENT FOCUS (Continued)

The local government unit applies all GASB
pronouncements aswell as the FASB pronouncementsissued
on or before November 30, 1989, unless those
pronouncements conflict with or contradict GASB
pronouncements.

ENCUMBRANCES

Encumbrance accounting, under which purchase orders,
contracts, and other commitments for the expenditure of
monies are recorded in order to reserve that portion of the
applicable appropriations, is employed for accountability
purpaoses only.

It is the Township's policy to honor all unfilled
contracts/orders at year-end, but the authority to complete
these transactions is provided by the new year's budget
appropriations, as unexpended appropriations of the current
year lapse at year-end.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

CASH AND CASH EQUIVALENTS

The Township pools cash resources of its various funds to
facilitate the management of cash. Cash applicable to a
particular fund is readily identifiable. The balance in the
pooled cash accounts is available to meet current operating
reguirements.

The Township classifies cash on hand, cash on deposit
(including certificates of deposit), and highly liquid
investments with an original maturity of ninety days or less
when purchased as cash in its financial statements.

INVENTORIES
Inventories of supplies are expended as received.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

RECEIVABLES

Accounts which will be collected within sixty days of year-
end are accrued as accounts receivable in the General
and Specia Revenue Funds. User charges for the
Proprietary Fund arerecorded as receivable when billed.
On an annual basisthe charges arereviewed for collectibility.
Those deemed uncollectible are assigned to the tax rall.

INTEREST RECEIVABLE
Interest on certificates of deposit is recorded as revenue in
the year the interest is earned and is available to pay
liahilities of the current period.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

DUE TO/FROM OTHER FUNDS

Transactions between funds that had not been paid or
received as of fiscal year end have been recorded as inter-
fund accounts recelvable and payable in the financial
statements. Theseinter-fund receivables and payablesdo not
represent Board-approved |oans between funds.

DEFERRED REVENUE

Deferred revenue represents amounts under the modified
accrual basis of accounting for which asset recognition
criteria have been met but for which revenue recognition
criteria have not been met, whereby such amounts are
measurable but not considered currently available resources.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

FUND EQUITY

The unreserved fund balances for governmental funds
represent the amount available for budgeting future
operations. Thereserved fund balances represent theamount
that has been legally identified for specific purposes.
Designated fund balances represent amounts earmarked by
the Township for future expenditures.

Unreserved retained earnings represent net assets available
for future operations or distribution. Reserved retained
earnings represent net assets that have been legally identified
for specific purposes. Designated retained earnings represent
amounts earmarked by the Township for future expenditures.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
BASISOF PRESENTATION (Continued)

FUND EQUITY

The Township has a reserved fund balance at March 31,
2006 as follows:

$ 164,732 is reserved for the maintenance
and improvement of Township roadsinthe
Road Fund.

$ 452 is reserved for Liquor Law
Enforcement in the Liquor Law
Enforcement Fund.

$ 5,160 isreserved for Water Fund repairs
and improvements in the Water Fund.

BUDGETS AND BUDGETARY ACCOUNTING
The Township follows the State of Michigan Uniform
Budgeting and Accounting Act for budgeting purposes.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

BUDGETS AND BUDGETARY ACCOUNTING
(Continued)

Budgets are adopted on a basis consistent with generally
accepted accounting principles. Annua appropriated budgets
are adopted for the general and special revenue funds.
Unexpended appropriations lapse at fiscal year-end.

The following procedures are followed in establishing the
budgetary data reflected in the financial statements:

1. Prior to March 31 of the preceding fiscal year, the
Township prepares abudget for the next fiscal year
beginning April 01. The operating budget includes
proposed expenditures and the means of financing
them.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

BUDGETS AND_ BUDGETARY ACCOUNTING
(Continued)

2. A mesting of the Township Board isthen called for
the purpose of adopting the proposed budget after
sufficient public notice of the meeting has been
given.

3. Prior to April 01, the budget is legally enacted
through passage of aresolution by the members of
the Township Board.

Once the budget is approved, it can be amended at the
Function and Fund leved only by approval of a majority of
the members of the Township Board. Amendments are
presented to the Board at their regular megtings. Each
amendment must have Board approval.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

PROPERTY TAX

Property taxes arelevied on December 31 and payableintwo
installments on July 01 and December 01. They become
ddinguent the following March 01.

The Township bills and collects its own property taxes and
also collects taxes for the school district and county.
Callections for the schools and county are accounted for in
the Trust and Agency Fund. Township property tax revenues
are recognized when levied to the extent they arereceivable.
The County of Iron purchases from the Township the
ddinquent real property taxes outstanding as of March 01 of
each year. The 2005 Taxable Vauation of the Township
was $ 48,140,673, on which is levied 2.5762 mills for
general operation of the Township, and 1.4414 millsfor the
maintenance and improvement of Township roads.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

NON-MONETARY TRANSACTIONS

The Single Audit Act of 1984, as amended, and OMB
Circular A-133 definesfederal financial assistancetoincdude
both monetary and non-monetary forms of assistance
provided by or passed down from afederal agency, such as
grants, contracts, loans, loan guarantees, property, etc.

CAPITAL ASSETS

Capital outlays are recorded as expenditures of the General,
Specia Revenue, and Capital Projects Funds and asassatsin
the governmental-wide statements to the extent the
Township's capitalization threshold of $ 500 is met.
Depreciation is recorded on general fixed assets on a
government-wide basis using the straight-line method and
the following estimated useful lives:
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

BASISOF PRESENTATION (Continued)

CAPITAL ASSETS (Continued)

Buildings......cccc........ 20-30years
Infrastructure.......... 10- 65years

Furniture and Other
Equipment.............. 5-20vyears

To the extent the Township's capitalization threshold of
$500 is met, capital outlays of the Proprietary Funds are
recorded as fixed assets and depreciated over their estimated
useful lives on a straight-line basis on both the funds basis
and the governmental-wide basis using the straight-line
method and the following estimated useful lives:

Equipment.......cccceeueee. 5-20vyears

Land I mprovements............ 20 years
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
BASISOF PRESENTATION (Continued)

CAPITAL ASSETS (Continued)

All fixed assets are valued at historical cost or estimated
historical cost if actual cost was not available. Donated fixed
assets are valued at their estimated fair market value on the
date donated.

Maintenance, repairs, and minor equipment costsare charged
to operations when incurred. Expenses that materially
change capacities or extend useful lives are capitalized.
Upon sale or retirement of land, buildings, and equipment,
the cost and related accumul ated depreciation, if applicable,
arediminated from the respective accounts and any resulting
gainor lossisincluded in theresults of operations.

COMPENSATED ABSENCES
The Township has no employees digible to accrue vacation
or sick pay.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
BASISOF PRESENTATION (Continued)

POST EMPLOYMENT BENEFITS
The Township offers no post-employment benefits.

USE OF ESTIMATES

The preparation of financial statements in conformity with
generally accepted accounting principles  requires
management to make estimates and assumptions that affect
certain reported amounts and disclosures.  Accordingly,
actual results could differ from those estimates.

NOTE B —INTER-FUND ACTIVITIES

INTER-FUND RECEIVABLES AND PAYABLES
Inter-fund receivables and payables do not represent inter-
fund borrowings; instead, they represent actual amounts
which are pending between funds at year-end due to the
timing of cashflows. Generally, theseamounts clear shortly
after year-end when resources become available.

Theamounts of theinter-fund receivables and payables as of
March 31, 2006 were as follows:
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE B —INTER-FUND ACTIVITIES (CONTINUED)

I nter-fund I nter-fund
Fund Receivable Payable
Generd $ 22338 $ 822
Liguor Law Enforcement 793 0
Road 1415 0
Trust and Agency 0 23724
Totals $_ 24546 $_ 24546

At year-end, the Trust and Agency Fund had amounts dueto
both the Genera Fund and the Road Fund from current
property tax collections.

Other payables and receivables represent timing differences
in the recept and disbursements of funds reating to
operating activities.

OTHER FINANCING SOURCES (USES)

The transfers of cash between the various Township funds
are budgeted but reported separately from revenues and
expenditures as operating transfersin or (out), unless they
represent temporary advancesthat areto berepaid, in which
case, they are carried as assets and liabilities of the
advancing or borrowing funds.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE C - CASH, DEPOSITS, AND INVESTMENTS

PRIMARY GOVERNMENT

On March 31, 2006, the carrying value of the Township's
deposits (Primary Government) was $ 638,209 and is
comprised of cash and deposits reflected in the following
funds:

Governmental Funds

Genera Fund $ 431908
Road Fund 160106
Liguor Law Enforcement Fund (335)

Total Governmental Funds 591679

Enterprise Funds

Water Fund 4155
Total Enterprise Funds 4155
Fiduciary Funds
Tax Collection Fund 42375
Total Fiduciary Funds 42375
Total Primary Gover nment $ 638209
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TOWNSHIP OF MASTODON

NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

The Governmental Accounting Standards Board
Statement No. 3, risk disclosures for thelocal unit’s cash
deposits classifies cash according to three levels of risk.

Thethree levels of risk are as follows:

Category 1

Deposits which are insured or collateralized with
securities held by the Township or its agent in the
Township’s hame.

Category 2

Deposits which are collateralized with securities held by
the pledging financial institution’s trust department or
agent in the Township’s name.

Category 3
Deposits which are not collateralized or insured.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

Based on these levels of risk, the Township's cash deposits
(Primary Government) are classified as follows:

SCHEDULE OF CASH AND DEPOSITS

PRIMARY GOVERNMENT

Category Category Category
1 2 3

Cash and Deposits $ 210499 $ -0- $ 427710

Totals

$ 638209

INVESTMENTS

TheTownship'sinvestments are categorized below to givean
indication of the level of risk assumed at year-end.
Category 1 includes investments that are insured or
registered or for which the securities are hed by the
Township or its agent in the Township's name.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

INVESTMENTS (Continued)

Category 2 includes uninsured and unregistered investments
for which the securities are held by the broker's or dealer's
safekegping department or agent in the Township's name.
Category 3 includes uninsured and registered investments
for which the securities are held by the broker or dedler, or by
its safekeeping department or agent, but not in the

Township's name.

There are no investments for the Township, as reflected

below:
Category Category Category Carrying Market
Investment Type 1 2 3 Value Value
$ $ $ $ $
-0- -0- -0- -0-
Total Investments $ __-0- $ -0- $ -0- $ $_-0
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

STATUTORY AUTHORITY

Act 196, PA 1997, authorizes the Township to deposit
and invest in:

1. Bonds, securities, and other obligations of the
United States or an agency or instrumentality of
the United States.

2. Catificates of deposit, savings accounts, or
depository receipts of a financial institution
eligibleto be adepository of funds belonging to
the State of Michigan under alaw or rule of this
state or the United States.

3. Commercial paper rated at the time of purchase
within thetwo highest classifications established
by not less than two standard rating services and
that matures not more than 270 days after the
date of purchase.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

STATUTORY AUTHORITY (Continued)

4, Repurchase agreements  consisting  of
instruments issued by the United States or an
agency or instrumentality of the United States.

5. Bankers acceptance of United States banks.

6. Obligations of the State of Michiganor any of its
political subdivisionsthat at thetimeof purchase
are rated as investment grade by not less than
one standard rating service.

7. Mutual funds registered under the Investment
Act of 1950 with the authority to purchase only
investment vehicles that are legal for direct
investment by a public corporation.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE C - CASH, DEPOSITS, AND INVESTMENTS (CONTINUED)

STATUTORY AUTHORITY (Continued)

The Township has adopted an investment policy, alowing
for al types of deposits and investments listed above. The
Township's deposits and investments arein compliancewith
it's investment policy.

NOTE D - PENSION PLAN

The Township has no pension plan.

NOTE E - EXCESS OF EXPENDITURES OVER APPROPRIATIONSIN BUDGETARY FUNDS

BUDGET VIOLATIONS

P.A. 621 of 1978, SECTION 18 (1), asamended, providesa
local unit shall not incur expenditures in excess of the
amounts appropriated. The Township of Mastodon'sactua
expenditures and budgeted expenditures for the funds
budgeted have been shown on an activity basis.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE E - EXCESS OF EXPENDITURES OVER APPROPRIATIONS IN BUDGETARY FUNDS
(CONTINUED)

BUDGET VIOLATIONS (Continued)

The approved budgets of the Township of Mastodon were
adopted at the activity level. The budget is prepared on the
modified accrual basis of accounting, whichisthesamebasis
asthefinancial statements.

For the fiscal year ended March 31, 2006, there were no
expenditures that exceeded the amended budget amounts.

NOTE F- ACCUMULATED FUND DEFICITS

At March 31, 2006, the Township had no fund
balance/retained earnings deficit in any fund.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE G - RISK MANAGEMENT

The Township is exposed tovariousrisks of loss related
to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employess; and natural
disasters. The Township maintains commercial insurance
coverage covering each of thoserisks of loss. Management
bdieves such coverage is sufficient to preclude any
significant uninsured losses to the Township.

NOTE H - CAPITAL ASSETS

Thefollowing is a summary of the changes in capital assets
for thefiscal year ended March 31, 2006:
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE H - CAPITAL ASSETS (CONTINUED)

Bal ance Bal ance
March 31, March 31,

GOVERNMENTAL ACTI VI TI ES 2005 I ncreases Decr eases 2006
Capital Assets Not

Bei ng Depr eci at ed $ $ $ $
Land and Land | nprovenents 3228 0 0 3228
Total Capital Assets Not

Bei ng Depreci at ed $ 3228 $ 0 $ 0 3 3228
O her Capital Assets
Bui | di ngs 202082 0 0 202082
Furniture & O her Equi p. 470823 0 0 470823
Sewer Mai ns/Lines 9085 0 0 9085
Total OQther Cap. Assets $ 681990 $ 0 $ 0 $ 681990
Less Accumul at ed

Depreci ation for:
Bui | di ngs (99830) (5007) 0 (104837)
Furniture & O her Equi p. (332706) (25085) 0 (357791)
Sewer Mai ns/Li nes (146) (140) 0 (286)
Total Accum Depreciation (432682) (30232) 0 (462914)
O her Capital Assets, Net 249308 (30232) 0 219076

TOTAL ASSETS $ _ 252536 $ _(30232) $ 0 $ _ 222304

Depreciation was charged to governmental functions as
allocated.
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE H - CAPITAL ASSETS (CONTINUED)

BUSINESS- TYPE ACTIVITIES
There are no capital assets or depreciation for the business-
type activities for the fiscal year ended March 31, 2006.

NOTE | - LONG-TERM DEBT

Thereis no long-term debt for the Township for the fiscal
year ended March 31, 2006.

NOTE J - SEGMENT INFORMATION - Enterprise Fund

Water

Fund

Operating Revenues $ 3316

Depreciation and

Amortization Expense 0

Operating Income or (L0ss) 562
Operating Grants, Entitlements,

and Shared Revenues 0

(Continued on page 82)
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE J - SEGMENT INFORMATION - Enterprise Fund (CONTINUED)

(Continued from previous page)

Water
Fund
Operating Transfers: $
In 0
(Out) 0
Tax Revenues 0
Net Income or Loss 603
Current Capital:
Contributions 0
Transfers 0
Property, Plant, and Equipment
Additions 0
Déeetions 0
Net Working Capital 5160
Total Assets 5485
Bonds and Other Long Term
Liabilities
Payable from operating Revenue 0
Payable from Other Sources 0
Total Equity $ 5160
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NOTESTO THE FINANCIAL STATEMENTS
(CONTINUED)

MARCH 31, 2006

NOTE K - SUBSEQUENT EVENTS

Subsequent events have a materia effect on the financial
statements which requires adjustment or disclosure. They
relateto eventsthat provide additional evidence with respect
to conditionsthat existed at the date of the balance sheet and
events that provide evidence with respect to conditions that
did not exist at the date of the balance sheet but arose
subsequent to that date.

At fiscal year ended March 31, 2006, there were no
subseguent eventsthat would have asignificant effect onthe
Township's operations.

NOTEL - COMMITMENTSAND CONTINGENCIES

There are no commitments or contingencies to be reported

for the Township of Mastodon for the fiscal year ended
March 31, 2006.
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TOWNSHIP OF MASTODON

REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE - GENERAL FUND

YEAR ENDED MARCH 31, 2006

Original Final Amended
Budget Budget Actual
REVENUE
General property taxes $ 117,723 $ 117,723 $ 124,010
Other local taxes 27,728 27,728 27,620
Tax collection and administration fees 18,587 18,587 20,624
Licenses, permits, and fees 2,114 2,114 4,525
Sale of property - - 1,301
Use of money and property 5,896 5,896 7,091
Miscellaneous 4,473 4,473 10,632
Intergovernmental 25,975 25,975 31,912
Total Revenue 202,496 202,496 227,715
EXPENDITURES
General government 83,929 85,349 63,222
Legislative 33,910 32,490 17,507
Township property 50,470 50,470 32,006
Public works 19,775 19,775 15,561
Public safety 47,122 47,122 29,756
Parks and recreation 19,715 19,715 9,038
Capital outlay 2,500 2,500 -
Total Expenditures 257,421 257,421 167,090
Net Change in Fund Balance (54,925) (54,925) 60,625
Fund Balance -Beginning of Year 397,053 397,053 397,053
Fund Balance - End of Year $ 342,128 $ 342,128 $ 457,678

The notes to thefinancial statements are an integral part of this report.
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REQUIRED SUPPLEMENTAL INFORMATION

BUDGETARY COMPARISON SCHEDULE - ROAD FUND

REVENUE

Property taxes

Other local taxes

Use of money and property
Intergovernmental
Miscellaneous

Total Revenue

EXPENDITURES

Public works

Total Expenditures

Net Change in Fund Balance
Fund Balance - Beginning of Year

Fund Balance - End of Year

The notes to thefinancial statements are an integral part of this report.

YEAR ENDED MARCH 31, 2006

Original Final Amended
Budget Budget Actual
$ 65,734 $ 65734 $ 69,385
433 433 370
1,467 1,467 2,198
3,765 3,765 8,597
2,000 2,000 -
73,399 73,399 80,550
96,367 96,367 15,937
96,367 96,367 15,937
(22,968) (22,968) 64,613
100,119 100,119 100,119
$ 77,151 $ 77,151 $ 164,732
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TOWNSHIP OF MASTODON

OTHER SUPPLEMENTAL INFORMATION

BALANCE SHEET - NON-MAJOR GOVERNMENTAL FUND

ASSETS

Cash and Investments (Note C )
Due from Other Funds

TOTAL ASSETS

LIABILITIES AND FUND BALANCES

Liabilities
Accrued payroll taxes

Total Liabilities

Fund Balances
Reserved for Liquor Law Enforcement

Total Fund Balances

TOTAL LIABILITIES AND FUND BALANCE

MARCH 31, 2006

Liquor Law
Enforcement Fund

$ (335)
793

$ 458

452

452

$ 458

The notes to thefinancial statements are an integral part of this report.
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OTHER SUPPLEMENTAL INFORMATION

STATEMENT OF REVENUE, EXPENDITURES, AND CHANGESIN FUND BALANCES - NON-
MAJOR GOVERNMENTAL FUND

MARCH 31, 2006

Liquor Law
Enforcement Fund

REVENUE
Intergovernmental $ 330

TOTAL REVENUE $ 330
EXPENDITURES
Current:
Public safety 323

TOTAL EXPENDITURES $ 323

Excess (Deficiency) of Revenues

Over Expenditures 7
FUND BALANCE - BEGINNING OF YEAR 445
FUND BALANCE - END OF YEAR $ 452

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

COMBINING BALANCE SHEET - ALL SPECIAL REVENUE FUNDS

MARCH 31, 2006

LIQUOR LAW TOWNSHIP
ENFORCEMENT ROAD
FUND FUND TOTAL

ASSETS
Cash $ (335) $ 160,106 $ 159,771
Delinquent Taxes Receivable 3,211 3,211
Due from Other Funds 793 1,415 2,208

TOTAL ASSETS $ 458 $ 164,732 $ 165,190
LIABILITIES AND FUND EQUITY
LIABILITIES
Accrued Payroll Taxes 6 - 6

TOTAL LIABILITIES 6 - 6
EUND EQUITY
Fund Balance

Reserved for Liquor Law Enforcement 452 452

Reserved for Road Maintenance and

Improvement - 164,732 164,732
TOTAL FUND EQUITY 452 164,732 165,184
TOTAL LIABILITIES AND FUND EQUITY $ 458 $ 164,732 $ 165,190

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGESIN FUND
BALANCE —ALL SPECIAL REVENUE FUNDS

FISCAL YEAR ENDED MARCH 31, 2006

LIQUOR LAW TOWNSHIP
ENFORCEMENT ROAD
FUND FUND TOTAL

REVENUES
Taxes $ - $ 69,755 $ 69,755
State Revenue 330 8,597 8,927
Interest - 2,198 2,198
Miscellaneous - - -

TOTAL REVENUES $ 330 $ 80,550 $ 80,880
EXPENDITURES
Salaries 300 - 300
Fringe Benefits 23 - 23
Maintenance and Repair - - -
Contract Services - 15,823 15,823
Tax Chargebacks/Adjustments - 114 114

TOTAL EXPENDITURES 323 15,937 16,260
Excess of Revenues Over

(Under) Expenditures 7 64,613 64,620
FUND BALANCE, APRIL 1 445 100,119 100,564
FUND BALANCE, MARCH 31 $ 452 $ 164,732 $ 165,184

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

BALANCE SHEET - GENERAL FUND

ASSETS
Cash and Deposits
Receivables:
Taxes
Assessments
Due From Other Funds

TOTAL ASSETS

LIABILITIES AND FUND EQUITY
LIABILITIES

Deposits

Accrued Taxes

Due To Other Funds

TOTAL LIABILITIES
FUND EQUITY
Fund Balance

TOTAL FUND EQUITY

TOTAL LIABILITIES AND FUND EQUITY

MARCH 31, 2006

431,908

5,738
459
22,338

460,443

400
1,543
822

2,765

457,678

457,678

460,443

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF REVENUE S—GENERAL FUND
ACTUAL AND BUDGET

FISCAL YEAR ENDED MARCH 31, 2006

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
TAXES
Current Property Taxes $ 124,010 $ 117,723 $ 6,287
Administrative Fees 18,536 18,324 212
State Payment in Lieu of Taxes 20,779 20,779 -
Commercial Forest 1,770 1,891 (121)
Lake Mary - Fire Assessment 5,071 5,058 13
Interest and Penalties on Taxes 2,088 263 1,825
TOTAL TAXES 172,254 164,038 8,216
STATE-SHARED RECEIPTS
Sales Tax 31,912 25,975 5,937
TOTAL STATE-SHARED RECEIPTS 31,912 25,975 5,937
INTEREST AND RENTAL
Interest 5,024 4,196 828
Hall Rental 2,067 1,700 367
TOTAL INTEREST AND RENTAL 7,091 5,896 1,195
OTHER REVENUE
Zoning Permits/Fees 4,525 2,114 2,411
Sale of Assets 1,301 - 1,301
Miscellaneous 10,632 4,473 6,159
TOTAL OTHER REVENUE 16,458 6,587 9,871
TOTAL REVENUES $ 227,715 $ 202,496 $ 25,219

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF EXPENDITURES—-GENERAL FUND
ACTUAL AND BUDGET

FISCAL YEAR ENDED MARCH 31, 2006

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
LEGISLATIVE

Township Board

Salaries $ 1,570 $ - $ -

Fringe Benefits 1,761

Supplies 882

Printing/Publishing 158

Legal and Audit 7,298

Professional Fees 3,480

Membership Dues/Education

Insurance 117

Telephone 2,001

Miscellaneous 240

TOTAL LEGISLATIVE $ 17,507 $ 32,490 $ 14,983

GENERAL GOVERNMENT

Supervisor

Salaries 8,400 - -

Fringe Benefits 642

Membership Dues/Education

Travel

Total Supervisor 9,042 9,350 308
Assessor

Professional Fees/Contract Labor 12,188 - -

Supplies 843

Miscellaneous 951

Total Assessor 13,982 17,350 3,368
Elections

Wages 784 - -

Supplies 651

Printing/Publishing 886

Miscellaneous 89

Total Elections $ 2410 $ 5,250 $ 2,840

The notes to thefinancial statements are an integral part of this report.

94



TOWNSHIP OF MASTODON

STATEMENT OF EXPENDITURES — GENERAL FUND
ACTUAL AND BUDGET
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2006

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
GENERAL GOVERNMENT (CONTINUED)

Clerk

Salaries $ 10,425 $ - $ -

Fringe Benefits 797

Membership Dues/Education -

Travel -

Total Clerk 11,222 12,757 1,535
Treasurer

Salaries 11,842 - -

Fringe Benefits 906

Supplies 1,240

Printing/Publishing 70

Membership Dues/Education

Tax Collection 391

Travel 280

Miscellaneous 38

Total Treasurer 14,767 21,832 7,065
Cemetery

Professional Fees 4,538

Total Cemetery 4,538 4,540 2
Board of Review

Salaries 508 - -

Fringe Benefits 39

Printing/Publishing 105

Travel 119

Membership Dues/Education 120

Miscellaneous 53

Total Board of Review $ 944 $ 1,500 $ 556

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF EXPENDITURES — GENERAL FUND
ACTUAL AND BUDGET
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2006

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
GENERAL GOVERNMENT (CONTINUED)
Zoning
Salaries $ 4,920 $ - $ -
Fringe Benefits 376
Supplies 55
Travel 59
Printing/Publishing 485
Membership Dues/Education 348
Professional Fees/Contract Services -
Miscellaneous 74
Total Zoning 6,317 12,770 6,453
TOTAL GENERAL GOVERNMENT $ 63,222 $ 85,349 $ 22,127
TOWNSHIP PROPERTY
Township Hall
Salaries 8,270 - -
Fringe Benefits 4,345
Supplies 832
Printing/Publishing -
Contract Services -
Insurance 3,353
Utilities 13,815
Telephone 494
Gas, Fuel and Oil 111
Maintenance and Repair 551
Miscellaneous 235
TOTAL TOWNSHIP PROPERTY $ 32,006 $ 50,470 $ 18,464
DEPARTMENT OF PUBLIC WORKS
Garage/Equipment
Salaries 6,300 - -
Fringe Benefits 482
Supplies 19
Utilities 3,565
Street Lighting 2,569
Insurance 1,728
Contract Services -
Gas, Fuel and Qil 808
Maintenance and Repair 40
Miscellaneous 50
TOTAL DEPARTMENT OF PUBLIC WORKS $ 15,561 $ 19,775 $ 4,214

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF EXPENDITURES — GENERAL FUND
ACTUAL AND BUDGET
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2006

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)

PUBLIC SAFETY

Fire

Salaries $ 2,460 $ - $ -

Fringe Benefits 188

Supplies 2,582

Membership Dues/Education

Contract Services 7,003

Gas, Fuel and Qil 827

Maintenance and Repair 1,886

Insurance 7,179

Telephone 1,576

Utilities 5,285

Miscellaneous 770
TOTAL PUBLIC SAFETY $ 29,756 $ 47,122 $ 17,366
RECREATION AND CULTURAL

Parks/Recreation

Salaries 3,847

Fringe Benefits 295

Contract Services 1,180

Insurance 1,384

Maintenance and Repair 450

Utilities 962

Telephone 575

Miscellaneous 345
TOTAL RECREATION AND CULTURAL $ 9,038 $ 19,715 $ 10,677
CAPITAL OUTLAY - 2,500 2,500
TOTAL EXPENDITURES $ 167,090 $ 257,421 $ 90,331

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

BALANCE SHEET - LIQUOR LAW ENFORCEMENT FUND

MARCH 31, 2006

ASSETS

Cash $ (335)

Due From Other Funds 793
TOTAL ASSETS $ 458

LIABILITIES AND FUND EQUITY

LIABILITIES

Accrued Payroll Taxes 6
TOTAL LIABILITIES 6

FUND EQUITY

Fund Balance 452
TOTAL FUND EQUITY 452
TOTAL LIABILITIES AND FUND EQUITY $ 458

The notes to thefinancial statements are an integral part of this report.
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| TOWNSHIP OF MASTODON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGESIN FUND BALANCE —
LIQUOR LAW ENFORCEMENT FUND

ACTUAL AND BUDGET

FISCAL YEAR ENDED MARCH 31, 2006

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
REVENUES
State Grants $ 330 $ - $
TOTAL REVENUES $ 330 $ 335 $ 5)
EXPENDITURES
Salaries 300
Fringe Benefits 23
TOTAL EXPENDITURES $ 323 $ 325 $ 2
Excess of Revenues Over 7 10 3)

(Under) Expenditures

FUND BALANCE, APRIL 1 445

FUND BALANCE, MARCH 31 $ 452

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

ASSETS

Cash

Delinquent Taxes Receivable
Due From Other Funds

TOTAL ASSETS

FUND EQUITY

Fund Balance

TOTAL FUND EQUITY

The notes to thefinancial statements are an integral part of this report.

BALANCE SHEET —ROAD REPAIR FUND

MARCH 31, 2006

164,732

164,732

100

160,106
3,211
1,415

164,732



TOWNSHIP OF MASTODON

STATEMENT OF REVENUES, EXPENDITURES AND CHANGESIN FUND BALANCE

ROAD REPAIR FUND
ACTUAL AND BUDGET

FISCAL YEAR ENDED MARCH 31, 2006

VARIANCE
FAVORABLE
ACTUAL BUDGET (UNFAVORABLE)
REVENUES
Property Taxes $ 69,385 $ - $
Commercial Forest 370
Metro Act 8,597
Interest 2,198
Miscellaneous
TOTAL REVENUES $ 80,550 $ 73,399 $ 7,151
EXPENDITURES
Contracted Services 15,823
Maintenance -
Tax Chargebacks/Adjustments 114
TOTAL EXPENDITURES $ 15,937 $ 96,367 $ 80,430
Excess of Revenues Over
(Under) Expenditures 64,613 (22,968) 87,581
FUND BALANCE, APRIL 1 100,119
FUND BALANCE, MARCH 31 $ 164,732

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

BALANCE SHEET - WATER FUND

MARCH 31, 2006

ASSETS

Cash and Deposits:
Restricted $
Unrestricted

Accounts Receivable

TOTAL ASSETS $
LIABILITIES AND FUND EQUITY

LIABILITIES
Deferred Revenue

TOTAL LIABILITIES

EUND EQUITY
Retained Earnings

Restricted for Water System Repairs/Improvements

TOTAL FUND EQUITY

TOTAL LIABILITIES AND FUND EQUITY $

The notes to thefinancial statements are an integral part of this report.
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TOWNSHIP OF MASTODON

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN RETAINED EARNINGS -
WATER FUND

YEAR ENDED MARCH 31, 2006

OPERATING REVENUE
Charges for Services $ 3,316
Miscellaneous Revenue -

TOTAL OPERATING REVENUE $ 3,316

OPERATING EXPENSES

Personal Services 60
Administrative and Clerical -
Professional Fees/Contract Labor 1,792
Other Supplies and Expenses 902

Depreciation -
TOTAL OPERATING EXPENSES $ 2,754
Operating Profit (Loss) 562

Other Revenue

Interest Revenue 41
NET PROFIT (LOSS) 603
RETAINED EARNINGS, APRIL 1 4,557
RETAINED EARNINGS, MARCH 31 $ 5,160

The notes to thefinancial statements are an integral part of this report.
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| TOWNSHIP OF MASTODON |

STATEMENT OF CASH FLOWS- WATER FUND

FISCAL YEAR ENDED MARCH 31, 2006

CASH FLOWS FROM (USED BY)

OPERATING ACTIVITIES

Net cash received from fees and services
Other operating revenues

Cash payments to employees for services
Cash payments to goods and services
Other operating expenses

NET CASH FROM OPERATING ACTIVITIES

NON CAPITAL AND FINANCING ACTIVITIES
Increase (decrease) in due to other funds
(Increase) decrease in due from other funds
Net operating transfers in (out)

NET CASH FROM NON CAPITAL AND FINANCING
ACTIVITIES

CAPITAL AND RELATED FINANCING ACTIVITIES
Acquisition and construction of capital assets
Principal payment on long-term bonds
Interest paid on long-term bonds

Interest and tax expense

Proceeds from borrowings

Contributed capital grants

NET CASH USED BY CAPITAL AND RELATED
FINANCING ACTIVITIES

INVESTING ACTIVITIES
Interest Income

NET CASH FROM INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH AND
CASH EQUIVALENTS

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

$ 2114
(60)
(2,694)

$ (640)

41
41

(599)

4,754

$ 4,155

The notes to thefinancial statements are an integral part of this report.

104



| TOWNSHIP OF MASTODON |

STATEMENT OF CASH FLOWS
WATER FUND
(CONTINUED)

FISCAL YEAR ENDED MARCH 31, 2006

CASH FLOWS FROM OPERATING
ACTIVITIES

Operating Income $ 562
Adjustment to reconcile operating

income to net cash provided by

operating activities:

. Depreciation -
. Provision for uncollectible accounts
. Changes in assets and liabilities :

(Increase) Decrease in accounts receivable (1,212)
Increase (Decrease) in accounts payable -
Increase (Decrease) in deferred revenue 10

Increase (Decrease) in customer deposits -

NET CASH FROM OPERATING ACTIVITIES $ (640)

The notes to thefinancial statements are an integral part of this report.
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| TOWNSHIP OF MASTODON

STATEMENT OF CHANGESIN ASSETSAND LIABILITIES- TRUST AND AGENCY FUND

FISCAL YEAR ENDED MARCH 31, 2006

Balance Balance
3/31/2005 Additions Deductions 3/31/2006
ASSETS
Cash $ 52,546 $1,956,466 $1,966,637 $ 42,375
TOTAL ASSETS $ 52,546 $1,956,466 $1,966,637 $ 42,375
LIABILITIES
Due to Other Funds 24,356 223,049 223,681 23,724
Due to State of Michigan 8,171 7,876 8,006 8,041
Due to Schools 7,933 790,542 795,264 3,211
Due to DIISD 1,719 98,269 98,915 1,073
Due to County 10,367 833,667 837,708 6,326
Due to Other - 3,063 3,063 -
TOTAL LIABILITIES $ 52,546 $1,956,466 $1,966,637 $ 42,375

The notes to thefinancial statements are an integral part of this report.
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INDEPENDENTSAUDITOR’'SREPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERSBASED ON AN AUDIT OF FINANCIAL
STATEMENTSPERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
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DS Rostagno, CPA, P.C.

101 West Maple Street, Iron River, M1 49935
Tel (906) 265-1040 Fax (906) 265-1042

INDEPENDENT AUDITOR’SREPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCODRANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Township of Mastodon
Alpha, Michigan 49902

We have audited thefinancial statements of the governmental activities, the business-type activities, each major
fund, and the aggregate remaining fund information of the Township of Mastodon as of and for the year ended
March 31, 2006, which collectively comprisethe Township of Mastodon's financia statements, and haveissued
our report thereon dated May 24, 2006. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained in
Gover nment Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Township of Mastodon'sinternal control over financia
reporting in order to determine our auditing procedures for the purpose of expressing our opinion onthefinancia
statements and not to provide assurance on internal control over financial reporting. Our consideration of the
internal control over financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weaknessisaconditioninwhich thedesignor
operation of oneor more of theinternal control components does not reduceto arelatively low level therisk that
misstatements in amounts that would be material in relation to thefinancial statements being audited may occur
and not be detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no such mattersinvolving theinternal control over financial reporting and its operationsthat
we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonabl e assurance about whether the Township of Mastodon'sfinancial statementsare
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grants, noncompliance with which could have adirect and material effect on the determination of
financial statement amounts.
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Compliance and Other Matters (Continued)

However, providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. Theresults of our tests disclosed no instances of noncompliance
that are required to be reported under Government Auditing Standards.

This report is intended soldy for the information and use of the audit committee, management, the Board, and
federal awarding agencies and pass-through entities, and it is not intended to be, and should not be, used by
anyone other than these specified parties.

Dianne S. Rostagno
DS ROSTAGNO, CPA, P.C.

May 24, 2006
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